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1 . ACCORDING TO A LOCAL U.S. BANK REPRESENTATIVE, THE GOV 
HAS RECEIVED DETAILED, SERIOUS RESPONSES TO ITS INVITATION 
FOR LOANS TO REFINANCE AND CONSOLIDATE SOME ONE BILLION 
DOLLARS IN SHORT TERM PUBLIC DEBT CONTRACTED BY GOVERNMENT 
AUTONOMOUS INSTITUTIONS. THE INVITATION WAS SENT TO 

28 INTERNATIONAL BANKS, MERCHANT BANKS AND BROKERAGE 
HOUSES WITH A DEADLINE OF AUGUST 30. 

2. THE RESPONDING INSTITUTIONS ARE DIVIDED INTO THREE 

GROUPS: 1) A SYNDICATE CONSISTING OF CHASE MANHATTAN BANK, BANK 
OF AMERICA, AND THE DEUTSCHES BANK AS PRINCIPAL LENDERS, 

WITH HALF A DOZEN OR MORE ASSOCIATED INSTITUTIONS; 2) A 
SYNDICATE MADE UP OF MORGAN GUARANTY, CITY BANK, AND CHEMICAL 
AS PRINCIPALS, WITH ABOUT EIGHT ASSOCIATES; AND 3) A GROUP 
HEADED BY THE FIRST BOSTON CORPORATION. THE FIRST TWO 
GROUPS HAVE MADE FULLY SUBSCRIBED OFFERS; FIRST BOSTON HAS 
APPARENTLY OFFERED TO ARRANGE THE CREDIT, BUT OFFERED NO 
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MAY EXPECT A RESPONSE IN ABOUT 10 DAYS. 

3. ACCORDING TO THE EMBASSY'S SOURCE, THE CENTRAL BANK S 
REQUEST FOR INTEREST RATE QUOTATIONS BASED ON THE LONDON 
INTERBANK RATE OR THE U.S. DOMESTIC PRIME RATE IS NORMAL 
AND NOT UNEXPECTED. USING THESE PERIODICALLY-ADJUSTED 
RATES AS A BASE, BANKS WERE ASKED TO QUOTE ADDITIONAL 
INTEREST CHARGES AND LOAN PLACEMENT FEES. BASED ON 
CURRENT RATES FOR COMPARABLE TRANSACTIONS, OUR SOURCE 
ESTIMATED THAT THE OFFERS RECEIVED WOULD BE BETWEEN 

7 AND 8 PERCENT. THE CENTRAL BANK CALLED FOR A 
MINIMUM TERM OF 7 YEARS INCLUDING A 2 YEAR GRACE PERIOD. 

4. THE CENTRAL BANK HAS APPARENTLY PRESERVED ALL ITS 
OPTIONS IN RESPONDING TO THE OFFERS. RATHER THAN 
ACCEPTING THE OFFERS TO SYNDICATE THE ENTIRE AMOUNT, 

THE CENTRAL BANK MAY ELECT TO SELECT ONLY THE DIRECT 
LOAN OFFERS, THEREBY SYNDICATING ITS OWN ARRANGEMENT 
AND SAVING THE PLACEMENT FEES. THIS CHOICE MIGHT 

PLACE THE GOV AT A DISADVANTAGE, HOWEVER, IN SUBSEQUENT 
BORROWINGS FOR AN ESTIMATED TWO TO THREE BILLION 
DOLLARS. THIS LARGE AMOUNT, ACCORDING TO OUR SOURCE, 
WOULD PROBABLY BE BEYOND THE CENTRAL BANK'S CAPACITY 
TO DYNDICATE. DYNDICATION OF THE FIRST TRANCHE WOULD 
ESTABLISH THE GOV'S CREDIT AND PRESUMABLY FACILITATE 
PLACEMENT OF SUBSEQUENT LOANS. 

5. COMMENT: THE FAVORABLE RESPONSE TO THE CENTRAL BANK'S 
INVITATION IS NOT SURPRISING. THE BORROWER WILL BE 

THE REPUBLIC OF VENEZUELA RATHER THAN THE LESS CREDIT 
WORTHY GOVERNMENT INSTITUTIONS WHOSE DEBT IS BEING 
CONSOLIDATED. VENEZUELA'S LOW DEBT RATIO, BALANCED 
BUDGET, AND SUBSTANTIAL FOREIGN EXCHANGE RESERVES 
MAKE IT A PRIME CANDIDATE FOR INTERNATIONAL CREDIT. 
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